Abstract
Introduction

1.
The survival of any country relies on upon the measure of resources that are available for the provision of security, basic infrastructure and to meet her recurrent and capital expenditure. There appears to be a consensus that Nigerian economy is overly dependent on revenue from petroleum products, with oil representing more than 70% of the aggregate government total revenue. Premised on the above assertion and in the face of the dwindling global price of crude oil, it becomes of necessity for Nigeria government to seek and maintain an alternative and reliable source of revenue. To this end, the importance of tax revenue has as vital source of government revenue cannot be overemphasised. Tax as indicated by Eiya (2012) , is a levy compulsory imposed on the income, profit and capital gains of the individual, organisations or other legitimate elements by the government to raise revenue. Tax is a compulsory transfer or payment from private people, organizations or groups to the administration (Anyanwu, 1997) . While Anyaduba (1999), described tax as a mandatory levy imposed by a public authority on the profit, income or wealth of an individual, family, group, corporate or unincorporated body for public purpose. Notwithstanding, (Bhartia, 2009; Ola, 2001) opined that the major reason for the imposition of tax is to raise revenue to meet government uses, to redistribute income and the administration of a country economy However, the primary motive for the imposition of taxes is to meet the expenditure of government and effectively redistribute income which thus will converts into economic growth and development of a country ( Bhartia, 2009; Jhingan, 2004; Ola, 2001; Musgrave and Musgrave, 2004 ; as cited to by Worlu and Emeka, 2012) . Taxation as a fiscal tool could be used to enhance a nation's development process and its economic activities, thereby improving the overall level of prosperity and economic well-being of the entire citizenry (Anyaduba, 1999) .
Tax is a major administrative pivot of any society (Azubika, 2009) . With tax system serving as an avenue for government to gather income required in releasing its social commitments. Tax framework offer itself as a foremost means of mobilising a country's resources in an efficient and effective manner and thereby making a situation favourable to economic growth and development (Akintoye and Tashie, 2013) . They additionally accentuated that taxes furnish the government with the means to provide security, social amenities as well as creating a situation for an enhanced economic welfare of a state. On the other hand, Odusola, (2006) asserted that Nigeria revenue has been to a great extent gotten from essential item, expressing that in the between 1960 and the mid 1970s, income from agricultural items dominated while income from other sources were not given most extreme consideration, since the oil boom of the 1971 to the 77s, oil revenue has dominated the Nigeria's income and its share of the governmentally gathered income ascended from 26.3 percent in the 70s to around 70 percent up to mid 2014. Thus signifying that conventional taxes have never assumed a significant role in the nation's administration of its fiscal policy. Because of the over-reliance on crude oil, Nigeria economy has been subjected to the fluctuations of the international oil market (Akintoye and Tashie, 2013) . This paper is motivated by the need to reveal more insight into the role of taxation as a tool for income redistribution particularly in Nigeria and to evaluate the extent to which that role has been effectively carried out.
Hypothesis of the Study
For the purpose of this study the hypothesis is stated in the null (Ho) form and is so stated as; tax revenue has no significant effect on income inequality in Nigeria
Closing following the introduction is section two which is on review of literature while three is on the methodology; section four is on the conclusion and recommendations.
Review of Literature 2.
In this section a careful and a painstaking review are carried out on the concept of taxation, taxes, income redistribution otherwise refer to income inequality and the relationship between tax revenue and income redistribution was also carried out.
The Concept of Taxation and Tax
Taxation is a tool for societal development and also a means by which the rewards of development are redistributed (Oladiran, 2009 ). The historical backdrop of both advanced and developing nations uncovers that taxation is a critical instrument in the hands of the government, not only to generate revenue but also to achieve fiscal goals such as influencing the direction of societal development. According to New Internationalist magazine (2008), tax originated from the Latin word 'Taxare' which means 'to assess'. While Ariwodola (2008) describes taxation as a method by which a nations implements decisions to transfer resources from the private to the public sector. Adejuwon (200) describes taxes as levies compulsorily imposed on the income, capital and consumption of the people by the government through its agencies so as to increase the resources of the government and enhance the effective provision of social amenities. Traditionally, taxes are based on income of individuals or profits of an economic entity, (Naiyeju, 1996) . Ndekwu (1991) also states that like never before, there is now an increase interest for the improvement of revenue from the different taxes in Nigeria. The call for government in the affairs of man is the basis for taxation. This follows the idea that if there is to be a government to superintend human affairs in a given territory, such a government will need resources (human and material) to achieve its objective. The most efficient way of getting such resources is for individuals in the territory concerned to contribute in an agreed manner; such contribution referred to as tax (Osemeke, 2010) .
In the opinion of Anyaduba (2000), tax is a levy compulsorily imposed on the income of individual, household and corporate entity by the government or its agent for the purpose of raising revenue. While Ogbonna and Appah (2012) assert that the main aim of taxation is to raise income to finance government expenditure and to redistribute riches and the management of the economy. In any case, Johansson, Powerful, Arnold, Brys and Vartia (2008) portray tax system as a system that is primarily aimed at financing public expenditure. They emphases the importance of tax revenue as a tool for promoting equality and re-addressing issue of social and economic concerns. Tax is a levy compulsorily imposed on a citizen or upon his or her properties by the state to provide security, social infrastructures and cerate the enabling environment for the economic welfare of the society (Appah, 2004, Appah and Oyandonghan, 2011) .They further assert that the tax payable by an individual is not a function of the benefit derivable from the process. The fundamental reason for imposing tax has always been to finance government activities, redistribute income, stimulate economic activities, and influence the level of aggregate demand among others. From the above, tax can be seen as a necessary or an obligatory demand imposed on the income, profit and gains of individual, family unit, firms (joined and unincorporated) by the government with the end goal of raising income to meet State commitments to her nationals. In differentiating taxation from tax, the latter is a compulsory levy imposes on the profit, income and gains of individual, firm and other entity by the agencies of government or the government in other to raise revenue for the government while the former is the system or process put in place by the government or its agencies in raising the needed revenue.
Income Re-distribution
This is an unequal distribution of the income of individual, household over the different participates in an economy. Income disparity is often expressed as the rate of income to rate of the populace. The reasons for income disparity can differ essentially by education, sex, religion and social status. In the perspective of Ilaboya and Ohonba, (2013) income disparity is address through an assortment of public policies, for example, social expenditure and taxation. By social expenditure they emphasised expenditure one education, health sector and housing. In any case, the degree to which taxation has been able to bridge the gap of income disparity has been the focus of prolong debates in the advanced countries of the world.
Taxation and Income Inequality
Ever since the path-breaking work of Kuznets' (1953) that inequality follows an inverted-U shape with economic development, rising in initial stages of industrialisation and declining with subsequent development inequality, the focus on income inequality has increased tremendously. Consequently, there are good economic reasons for emphasis to be given to this subject. Not only does high inequality lead to higher poverty levels at current income levels, but it constitutes a barrier to poverty reduction.
In the study of James and Robert, (2007) on the effect of the structure tax on economic growth and income disparity, data were gathered from 65 countries over a period of 1970 to 2006. The study applied the Ordinary Least Square, random effect and fixed effect estimations. The study reveals that statutory corporate income tax rates are negatively correlated with income disparity after taking into consideration other determinants of economic growth and income re-distribution. Be that as it may, the study also showed that personal income tax has no effect on income inequality. On the other hand, the study also found that high company income tax rate of over 40% correspond with lower income disparity. The review additionally found that company income tax rate lower than 40% are not significant in reducing income inequality.
Claus, Martinez-Vazquez, and Vulovic, (2012) examined the role of taxation and government expenditures on a combination of companies and personal income are progressive over time and are effective as a tool for income redistribution.
Rodrigo and Ivanna, (2010) examined equity and fiscal policy, focusing on the distributional impact of taxes and social spending of Central America countries and the study revealed that the income distributional effect of taxes are regressive but in an insignificant manner. They further stated that increasing taxes and channelling the revenue to social spending would undoubtedly enhance the income of even the poorest family units. Chu, Davoodi and Gupta, (2000) examined income distribution, tax and government social spending policies in developing nations, between 1980 to 1990 (20 years),the study revealed that unlike industrialised nations, developing nations have not been able to use taxation and transfer policy to adequately cut down on the issue of income disparity. With strong emphasis that tax proportion and urbanisation were factors statistically relevant and the level of relevance was found to be robust.
However, the study of Saez, (2004) assessed the efficiency and effectiveness of indirect tax and direct tax instrument in term of income redistribution both in term of long run and short run. The work found out that indirect taxes are favour in the short run as a tool for income redistribution in a situation where skills are exogenous and individual taxpayers are constraint from moving from job to job. Also stating that in the long run, it is more reasonable to say that people pick their occupation in view of the relative after-tax benefits. He further concluded that in the long run, direct taxes should be preferred to indirect tax as a tool to raise revenue and to address the issue of income redistribution.
In a similar vein, Weller and Rao, (2008) evaluated the advantages of progressive taxes to economic growth utilising cross country data covering a time of 21 years (from 1981 to 2002). The review uncovered that progressive income tax could lead to higher equitable distribution of income, higher revenue, reduce financial and economic volatility and rapid growth of the economic.
Methodology
3.
A time series design was used for this study while relevant marco-economic data were obtained from the World Bank data Bank, Central Bank of Nigeria Annual Report, Annual Abstract of statistics from the office of National Bureau of statistics and the tax data were obtained from the Office of the Federal Inland Revenue Service for 34 years (1981 to 2014).Thereafter, the ordinary least square statistical tool was used in analysing the data gathered. The significant level was set at 0.05 level of significance. The dependent variable was income inequality, while the independent variables were direct tax, indirect tax and total tax. The data were further analysed using procedure within the e-views 8.
Model Specification
In an attempt to examine the effect of Taxes on GINI coefficient measure for income inequality in Nigeria from 1981 to 2014 alongside other control variables, and the below model was used to analyse the hypothesis; GINI=ƞ 0
Where: TTR= Total tax revenue TIT = Total indirect tax revenue TDT= Total direct tax revenue FDI = Foreign direct investment OPN= Economic openness INF= Inflation rate GINI= Gini coefficient ∆= the difference operator u = the stochastic disturbance or error term. Ƞ 1 -Ƞ 6 = slope coefficients q = chosen lag length, t= time period Apropri expectation: n 1, n 2, n 3, n 4, n 5, n 6, n 7 > 0
Data Analysis, Interpretation of Result and Discussion of Findings 4.
This paper has attempted to empirically evaluate the effect of taxes (direct and indirect) on income re-distribution in Nigeria. This section deals with the presentation and analysis of data gathered. The data were however analysis using (a) unit root test, (b) descriptive analysis (c) error correction model In the outcome, the ADF test statistics for the variables is revealed in the second column, while the 95 percent critical ADF values are revealed in the third column of the table. The outcome demonstrates that all the variables at levels have ADF values that is lesser than the value at 95 percent critical ADF value of 2.96. Looking at the variables at levels, the outcome is as per the following; TDT (ADF=-1.916),TTR (ADF=0.426), TIT (ADF=-1.891), FDI (ADF= 0.285), INF (ADF=-3.568), GINI (ADF=-1.011), OPN (ADF= 2.164). As observed only INF was stationary at levels while others were non stationary at levels. Pushing ahead, we examine the first differences of the variables and perform again a unit root test on each one of the resultant time series data. The reason for this procedure as indicated by Box and Jenkins (1976) is that in differentiating nonstationary time series variables would enable us achieve stationarity. Hence, examining the variables at first difference, the result is as follow; TDT (ADF=-6.282), TTR (ADF=-5.696), TIT (ADF=-7.088), FDI (ADF= -4.982), INF (ADF=-5.880), OPN (ADF=-4.193), GINI (ADF=3.532), The after effect of the unit root test on these variables in first differencing demonstrates that the ADF values in absolute terms are higher than the 95% critical ADF values. With these outcomes, these variables are declared to be stationary. Hence, we accept the hypothesis that the variables under consideration have unit roots. Without a doubt, the variables are coordinated of order one i.e. I(1). (1988) test is an augmentation of the Dickey-Fuller (DF) test, which makes the semi-parametric remedy for autocorrelation and is stronger on account of feebly autocorrelation and heteroscedastic regression residuals. As per Choi (1992), the Phillips-Perron test gives off an impression of being more capable than the ADF test for the total information. Evaluating with intercept, the outcome is as per the following; Examining the variables at levels, the outcome is as per the following; TDT(ADF=-1.994),TTR (ADF= -0.426), TIT (ADF=-1.891), FDI (ADF= -5.210), INF (ADF=-2.872), OPN (ADF= -2.141). GINI (ADF= -1.203). As watched just INF supposedly is stationary at levels while every other variable are non-stationary at levels. Pushing ahead, we take the main contrasts of the individual variables and play out the unit root test on each of the resultant time arrangement. Analyzing the factors at first contrast, the outcome is as per the following; TDT(ADF=-7.284),TTR (ADF=-6.615), TIT (ADF=-7.088), FDI (ADF= -23.714), INF (ADF=-9.098) GINI (ADF=-4.345) and OPN (ADF= -5.509). The consequence of the unit root test on these variables in first differencing demonstrated that the PP values in outright terms are more prominent than the 95% basic ADF values. With these outcomes, these variables are decreed to be stationary. In this way, we acknowledge the hypothesis that the variables have unit roots. To be sure, the variables are coordinated of request one i.e. I(1). Thusly, both the expanded Dickey Fuller and the Philip Perron test for stationary achieve a comparative conclusion with respect to the stationarity status of the variables. Source: Researcher's computation (2015) The estimations from the regression result above showed the effect of tax revenue on income disparity as measured by the GINI coefficient. The R 2 of the model is 63.5% with an adjusted R 2 of 53.3%. The F-stat is 6.226 (p-value = 0.00) is significant at 5% and suggest that the hypothesis which state that there is a significant linear relationship between the dependent and independent variables cannot be rejected. The D. W statistics of 1.8 reveals the absence of stochastic dependence in the model. Commenting on the performance of the structural coefficients, the coefficient and p-values of the three tax variants TDT, TTR and TIT are given as follows; -0.293 {0.8813}, 0.0002 {0.9002} and -0.328 {0.867} respectively. The estimates reveal that all tax variants do not have any significant impact on the GINI coefficient at 5% level. The error correction component {ECM (-1)} is has expected negative sign (-0.814 ) and significant at 5% (p=0.629). FDI, Openness and INF used as control variables are not significant
Unit Root Test
Discussion of Findings 5.
Estimations show the effect of tax revenue on income disparity as measured by the GINI coefficient. Commenting on the performance of the structural coefficients, the coefficient and pvalues of the three tax variants TDT, TTR and TIT are given as follows; -0.293 {0.8813}, 0.0002 {0.9002} and -0.328 {0.867} respectively. The estimates reveal that all tax variants do not have any significant impact on the GINI coefficient at 5% level and hence we fail to reject the hypothesis which states that Taxes have no significant positive effect on income inequality. The study finding is in tandem with Chu, Davoodi and Gupta (2000) but at variance with those of James and Robert (2007), Claus et al. (2012) , Rodrigo and Ivanna (2010) and Weller and Rao (2008) .
Conclusion and Recommendations 6.
The study investigated the extent to which taxes have been able to address the issue of income inequality in Nigeria. it compliment more studies on the issue of taxation and income distribution but emphasising tax revenue from tax variants perspective which are direct tax; indirect tax and total tax revenue as compared to most studies which basically have used disaggregated data in evaluating income inequality. The paper concluded that all tax variants do not exert significant impact on income disparity as measured by GINI at 5% level. The result suggests the taxation as not be able to fulfil its role as a standard tool of income re-distribution in Nigeria. Premised on the conclusion the paper recommended that the there is the need for effective, and equitable utilization of tax revenue and this recommendation suffices because of the insignificant impact of taxes on the level of income inequality as measured by the Gini-coefficient. Thus, the study proposes that that there is the need to examine properly the distributional impact of the Nigerian tax system to (or "intending to") ensuring that taxes create a more income-inclusive society by bridging the gap between the poor people and the rich
